SPECIFICATION 
TITLE 

"SYSTEM AND METHOD FOR PROVIDING FINANCING" 

BACKGROUND OF THE INVENTION 

5 The present invention relates to a method for facilitating the purchase of 

products on credit and a system for implementing such a method. An embodiment of 
the invention may be employed in the sale of automobiles and other vehicles. It 
should be noted, however, that the invention is not limited to vehicle sales only, and 
may also be applied to the sale of any products for which a customer desires to finance 
H 10 the transaction. Nonetheless, because vehicle sales represent a large segment of the 
S consxuner credit market and because vehicle sales represent an ideal setting for 

implementing the present invention, the invention will be described herein in the 
O context of providing customer financing of automotive and other vehicle sales. In 

s ; ; 

rn particular, the method and system of the present invention are especially well adapted 

15 for generating financing opportunities for customers having poor credit histories, 

fU providing reUef from the arduous approval process currently in place for such 

S 3 s 

customers. 

O Under present methods for selhng cars and trucks, a customer typically enters 

onto a dealer's lot, identifies a particular make and model he or she is interested in, or 

20 identifies a specific vehicle on the lot which he or she desires to purchase. The 
customer will typically negotiates a price with one of the dealer's salespeople, and the 
salesperson attempts to arrange financing for the transaction. In some cases, especially 
those cases where the customer has a poor credit history, arranging financing may be 
the most difficult aspect of concluding a sale. 

25 The financing process begins with the salesperson sitting down with the 

customer and completing a credit application. This involves receiving detailed 
financial information from the customer, including, among other information, the 
customer's Social Security number, annual income, current obligations, and so forth. 
The application typically also includes the price of the vehicle which the customer is 

30 attempting to purchase, the amount of the down payment the customer is able to pay 



toward the purchase, and in some cases the dealer's cost in obtaining the vehicle or 
some other indication of the market value of the vehicle. Once the application is 
completed, the salesperson sends the application to a lending institution for approval. 
In most cases the application is sent to the lender via facsimile. 
5 Upon receiving the credit application, an agent of the lending institution 

evaluates the appUcation and makes a decision as to whether the lender will extend 
credit to the customer for the purchase of the desired vehicle. In making this decision 
the agent typically pulls a credit report on the customer from one of the national credit 
bureaus and scores the customer based on his credit history. Because they represent a 

10 higher risk of non-payment, customers having poor credit histories typically will be 
charged a higher interest rate, or will be required to pay a larger down payment, or will 
be otherwise Umited in the amount of financing for which they will be approved. In 
some cases, the customer may be rejected outright and the lending institution will 
refuse to finance a particular transaction. In either case, whether the fmancing 

15 institution agrees to finances the transaction or refuses to do so, the agent judging the 
application notifies the dealer's sales person of his or her decision, typically via return 
fax. 

In the case that the fmancing institution agrees to extend financing, the 
transaction proceeds. The customer pays the dealer the down payment and signs a 

20 note promising the dealer to repay the balance with interest over time. Typically the 
dealer then assigns the note to the party extending the financing for an agreed upon 
amoimt. Normally the balance is to be paid in a series of monthly payments 
continuing until a total payment amount has been paid off. The dealer keeps the down 
payment and the lender pays the dealer the balance of the sale price. Thus, the dealer 

25 realizes an immediate profit equal to the sale price minus the dealer's cost for the 
vehicle. The financing institution, meanwhile holds the note and profits from the 
interest paid on the obligation extended to the customer. Alternatively, the fmancing 
institution may sell the note to another investor in order to receive a more immediate 
return. The customer gets the car. 

30 If, however, the financing institution rejects the obligation application, the 

salesperson's work (and the customer's for that matter) begins in earnest. Obviously, 
the salesperson would like to complete the sales transaction despite the lender's initial 



rejection. At this point a number of options are available in order to rescue the deal. 
The salesperson can "shop the application around," sending the application to other 
lending institutions, some having less restrictive lending policies, or some who 
specialize in lending to sub-prime applicants, and the like. This option requires faxing 
5 the application to the additional lenders, waiting for the lenders to evaluate the 
application, and receiving the additional lenders' responses. This takes more time, 
preventing the salesperson from helping other customers and delaying the customer at 
the dealership. Furthermore, there is no guarantee that other lending institutions will 
agree to underwrite the transaction. Thus, after expending significant time and effort 

10 to apply to other lenders, the application may nonetheless end up being rejected. 

Another option at this point is to alter the terms of the deal. The customer may 
agree to pay a higher down payment, thereby reducing the amount financed, the 
salesperson may agree to lower the price of the vehicle, again lowering the amount 
financed, or the customer atid the salesperson may agree to work with a different less 

15 expensive vehicle. Pursuing any of these options requires changing the credit 
application to reflect the changes made in the sales deal, and requires resubmission of 
the application to one or more lending institutions for approval. Again, the modified 
credit application may be accepted or rejected. If rejected in this second round, fiirther 
negotiations and changes may be necessary and the process may be repeated any 

20 number of times until finally a vehicle is found having a price at which the customer's 
down payment is sufficient and for which a financing company is willing to lend the 
balance. After much effort a sale may then be completed. 

As the preceding discussion makes clear, the present way of negotiating 
financing, especially with high risk borrowers, is labor intensive, difficult, and 

25 inefficient. One of the reasons for this is that the dealer does not know up front how 
much money a lender will be willing to lend on a particular vehicle to a particular 
customer. Thus, the vehicles which a dealer presents to a customer, and the price at 
which the dealer offers the vehicle is completely unrelated to the decision as to 
whether financing will be made available to a particular customer on the desired 

30 vehicle. Only after several iterations of trial and error may a realistic transaction be 
arrived at, with each failed iteration wasting a significant amount of time for both the 
salesperson and the customer. Such inefficiency ultimately cuts into the dealer's 



profits. Therefore, it is highly desirable that a new method be developed for 
generating financing packages for fmancing the sale of vehicles and other products 
requiring a large up front investment from the consumer. A system for implementing 
such a method is also desired. 
5 Ideally, a new method of generating financing packages would take into 

account a dealer's entire inventory, and generate fmancing options for each item of 
inventory. According to such a method, some such financing options may or may not 
be profitable for the dealer to enter into. The system for implementing the method 
may then identify which transactions are profitable and which are not, and a dealer's 
10 salesperson may choose to present transactions to a customer based on which 
transactions are the most profitable. In the event that no financing packages are 
H; generated which are acceptable to both the dealer and the customer, an improved 

5 system should allow for updated input data to be entered, and quickly recalculate 

J ' fmancing packages based on the updated data. Furthermore, an improved method of 

P 15 generating financing packages would involve the dealer in the payment collection 
process, creating an additional profit source for the dealer. Such a method and a 
f system must be flexible so that the impact of changes in the input data, such as 

llj changing the amount of the down payment, lowering the price of the product, and so 

2 forth, may be quickly and easily taken into account and reflected in the financing 

P 20 packages generated for the various items in the dealer's inventory. 

SUMMARY OF THE INVENTION 

The present invention provides a system and method for providing financing to 
the customers of a merchant to allow the customers to purchase products from the 
merchant's inventory. The system, implementing the inventive method, generates 
prospective financing packages for every item in the dealer's inventory. An advantage 
of the present invention is that may easily identify profitable financing packages so 
that the merchant may determine which inventory items he or she is willing to sell to 
the customer on credit. A feature of the present invention is that fmancing packages 
generated according to the invention involve the merchant dealer in the payment 
collection process, thereby creating an additional profit source for the merchant. 
Among the advantages of the present invention it that is that input data which 
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determine the terms of the financing packages, such as a payment amount, may be 
altered, and new financing packages created based on the new data, so that many 
different financing options may be quickly and efficiently explored. 

According to an embodiment of the invention, a method of providing financing 
5 for the purchase of products from a merchant or dealer is provided. Following the 
method, a database of the dealer's inventory is maintained. The inventory database 
includes records for a number of products in the dealer's inventory. Each product has 
a dealer cost associated the product, and a sale price at which the dealer desires to sell 
the product. The method further includes the steps of gathering information from the 
10 customer, including a down payment amount which the customer has available to pay 
towards the purchase of a product, and calculating a credit score for the customer 
based at least in part on the information gathered from the customer. Additional steps 
1 include determining an advance amount to be paid to the dealer for each individual 

product in the dealer inventory in the event that that particular product is sold to the 
15 customer and calculating a fi:ont-end profit to be realized by the dealer for the sale 
each individual product in the event the particular product is sold. The firont-end 
^ profits based on the dealer costs associated with the individual products, the advance 

•|j amount determined for each individual product, and the down payment amount. 

■! « ' 

^ Finally, the method includes the step of presenting a financing package to the dealer 

O 20 for each individual product in the dealer's inventory, allowing the dealer to selectively 
present financing and purchase options to the customer. 

An additional feature of the inventive method is that monthly payments 
collected firom the customer is satisfaction of the amount financed are shared with the 
dealer. Initially the dealer's share of the collected payments is applied to pay off the 
25 amount advanced to the dealer. Thereafter, the dealer's share of collected payments 
provide an additional profit source to the dealer. The method fiirther includes 
provisions for accelerating the payment of such back-end profits to the dealer. 

The present invention further encompasses a system for providing guaranteed 
financing for the customers of a merchant or dealer allowing the customer to purchase 
30 a product from an inventory of a dealer. The system includes a network, a database 
configured to store the inventory of a dealer; a server configured to access the database 
and a user terminal adapted to accept credit information from a customer. The user 
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terniinal is adapted to transmit and receive credit inforaiation and processing 
commands to and from the server over the network. The server and database are 
further adapted to calculate a credit score for customers based on a customer's the 
credit report and other credit information. The system calculates a front-end profit for 
5 each of the items in the database based on the customer's credit score and the dealer 
costs associated with each item. The server is also configured to transmit financing 
options to the user terminal be displayed for the dealer. The dealer may then present 
financing options to the customer for the purchase of at least one item from the 
dealer's inventory. The financing options transmitted to the dealer include the dealer's 
10 front-end profit, based on the down payment an advance paid to the dealer, and the 
dealer's costs associated with each item. The financing options also include the 
:!;; dealer's estimated back-end profits based on the dealer's share of collected payments 

1 received from the customer in satisfaction for the amount financed. 

r. 1 

By employing the present invention, a merchant or dealer is presented with 
i 15 fmancing packages for every product in his or her inventory. The financing packages 
'j\ are presented in a manner in which the dealer may quickly determine which financing 

, packages are the most advantageous, and may direct the customer toward the purchase 

fy of the products associated with the most desirable financing packages. Furthermore, 

input data may be easily changed to rapidly generate new prospective financing 
r: 20 packages in order to generate packages that may be more appealing to the customer. 

The ability to recalculate financing packages based on altered input data greatly 
reduces the time required to arrive at acceptable financing terms. 

Additional features and advantages of the present invention are described in, 
and will be apparent from, the following Detailed Description of the Invention and the 
25 figures. 

BRIEF DESCRIPTION OF THE FIGURES 

Fig. 1 is a block diagram showing a system for providing financing toward the 
purchase of a product by a customer from a merchant. 

Fig. 2 is a diagram illustrating a screen for entering vehicle information into an 
30 inventory data base; 
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Fig. 3 is a diagr^ illustrating a screen for updating vehicle information 
previously entered into a database; 

Fig. 4 is a diagram illustrating a screen for displaying vehicle data records 
stored in a database; 
5 Fig. 5 is a diagram illustrating a credit application page; 

Fig. 6 is a diagram illustrating a screen for displaying financing packages; 

Fig. 7 is a flowchart illustrating a method for providing guaranteed financing 
towards the purchase of a vehicle by a customer from a dealer; 

Fig. 8 is a flowchart illustrating a method for extending financing and 
10 collecting and dispersing received payments according to the present invention; an 
embodiment of a basic financing stage of a completed transaction for the purchase of a 
vehicle by a customer. 

Fig. 9 is a flowchart illustrating a method of accelerating the payment of back- 
end profits to the dealer. 

1 5 DETAILED DESCRIPTION OF THE INVENTION 

The present invention relates to a system and method for providing financing 
toward the purchase of a product by a customer from a merchant. In an embodiment, 
the system and method for providing financing are configured to ensure that at least 
one financing package is made available to every customer who desires to finance the 

20 purchase of an item from the merchant. It is possible that the financing packages 
generated according to the present system and method will include provisions that are 
not acceptable to the merchant, and the merchant may decide not to extend financing 
to a particular customer. However, this decision rests with the merchant. The present 
system and method guarantee that financing packages, attractive or otherwise, will be 

25 made available for all of the merchant's customers. 

An embodiment of the system and method of the present invention is dfrected 
toward providing financing for the purchase vehicles from a dealer. This particular 
embodiment will be described in detail below, however, it should be noted that the 
system and method of the present invention may also be applied toward the financing 

30 of other products which are commonly purchased on credit. 
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Fig. 1 shows a block diagram of a system 100 according to an embodiment of 
the invention, wherein financing is to be provided towards the purchase of a vehicle by 
a customer from an automobile dealer. The system 100 includes a dealer terminal 102, 
a credit processing server 104, and a financing package generation unit 105 which 
5 includes a credit processing database 106, and a calculation unit 108. A credit bureau 
110 is also shown. The credit bureau 110 is operated by a third party and is not, 
strictly speaking, part of the system 100. However, as will be described below, the 
interaction between the calculation unit 108 and the credit bureau 1 10 is integral to the 
operation of the system 100. Therefore the credit bureau has been included with the 
10 system 100 shown in Fig. 1. 

In the embodiment shown, the dealer terminal 102 is connected to the credit 
O processing server 104 via a network 103, such as for example, the Internet. Thus, the 

' ; j dealer, or a sales agent associated with the dealer, may communicate with the credit 

processing server 104 using a common Internet web browser running on the dealer 
;;1 15 terminal 102. The dealer communicates with the credit processing server 104 via the 
dealer terminal 102 to perform a variety of tasks related to procuring financing for 
potential customers. For example, the dealer may use the dealer terminal to maintain a 
y database of all vehicles available for sale in the dealer's inventory. The dealer may 

^ also use the dealer terminal 102 to submit customer credit applications to the credit 

^ 20 processing server 104 for processing. 

The credit processing server 104 is also connected to the financing package 
generation unit 105. The credit processing database and the calculation unit 108 
interact with one another and exchange data to generate financing packages on request 
from the dealer, based on data supplied by the dealer through the credit processing 
25 server 104, and inventory data stored in the credit processing database 106 itself The 
connection between the credit processing server 104 and the fmancing package 
generation unit 105 may also be provided by a pubUc network such as the Internet, or 
by a private network. 

The credit processing server 104 provides an interface between the user and the 
30 fmancing package generating unit 105. Various web pages are transmitted from the 
credit processing 104 to the dealer terminal 102 over the network 103 to be displayed 
by the dealer's web browser. In most cases the web pages will include data fields in 



which the dealer may enter data to be sent to the credit processing server 104. The 
web pages may also include command options which allow the dealer to instruct the 
credit processing unit 104 to perform various functions. The credit processing server 
104 in turn communicates data received from the user terminal 102 to the financing 
5 package generating unit 105 with instructions for processing the data. When 
appropriate, the financing package generating unit 105 retums processing results to the 
credit processing server 104 and the results are transmitted as web pages to the dealer 
terminal 102 for display by the dealer's web browser. 

The credit processing database 106 is configured to store the dealer's entire 

10 inventory of vehicles. Individual records for each vehicle in the dealer's inventory are 
stored in the database. The records include information such as the vehicle 
identification number, the make and model of the vehicle, the color of the vehicle, the 
dealer's cost in obtaining and preparing the vehicle, the condition of the vehicle, the 
desired selling price, the length of time the vehicle has been in inventory, and other 

15 usefiil information. 

The records stored in the database 106 may be entered and edited by the dealer 
from the dealer terminal 102. By selecting the appropriate options available on a 
credit processing home web page which has been transmitted from the credit 
processing server 104 to the dealer terminal 102 and which displayed by the dealer's 

20 web browser, the dealer may access and display a vehicle entry page for entering new 
vehicles into the database 106. 

In order to access the vehicle entry page the dealer may be required to enter 
unique identifying information such as a user name and password. Based on the user 
name and password, credit processing server will access the appropriate database 

25 associated with the particular dealer in question. A sample of a vehicle entry page 120 
is shown in Fig. 2. The vehicle entry page 120 includes fields for entering a stock 
number 122; a vehicle identification number (VIN) 124; the date on which the dealer 
purchased the vehicle 126; the vehicle color 128; and the mileage on the vehicle 130. 
By selecting the continue to add option 132, the dealer may access further pages for 

30 entering additional data related to the vehicle. In addition to adding new vehicles to 
the inventory database, the dealer may also access a vehicle update page 140 as shown 
in Fig. 3 in order to change or correct data corresponding to vehicles already entered 

9 



into the database 106. Data fields that may be altered in the sample vehicle update 
page 140 include Hie stock number 142; the purchase date 144; the vehicle status 146; 
color 148; and mileage 150. 

An example of a dealer's inventory stored in database 106 is shown at 160 in 

5 Fig. 4. As can be seen, the inventory includes a number of separate vehicle records 
162. Each record includes specific information regarding each vehicle. Thus, the data 
fields displayed on the inventory page 160 include the stock number 164; the number 
of days the vehicle has been in inventory 166; the model year of the vehicle 168; the 
vehicle make 170; and model 172; the color of the vehicle 174, the number of miles on 

10 the vehicle 176; the typical retail price of a vehicle of the same make and model when 
clean 180; the retail average of such vehicles 182; the wholesale average of such a 
vehicle when clean 184; the wholesale average when the vehicle is in average 
condition 186; the wholesale average when in rough condition 188; the dealer cost for 
the vehicle 190; and the dealer's selling price 192. 

15 In addition to maintaining the inventory database, the dealer may also use the 

dealer terminal 102 to enter a customer's financial data in order to generate financing 
packages for allowing the customer to purchase one of the dealer's vehicles on credit. 
Again, by selecting the appropriate options on a credit processing web page 
transmitted from the credit processing server 104 to the dealer terminal 102, a credit 

20 application page 200 such as that shown in Fig. 5 is sent from the credit processing 
server 104 to the dealer terminal 102. The application page includes a number of 
blank data fields for entering financial data about the customer. The data to be 
collected include personal information such as the customers social security number 
202; date of birth 204; last name 206; first name 208; and middle initial 210. Address 

25 information to be gathered includes street number 212; street name 214; street type 
216 (i.e. avenue, lane, etc.); apartment number 218; post office box 220; city 222; state 
224; zip code 226 and e-mail address 230. A field 232 is also provided for identifying 
the dealer's sales person who is responsible for the transaction. Additional financial 
data to be collected from the customer include the number of years 236 and months 

30 238 the customer has lived at his or her current address; whether the customer rents or 
owns his or her residence 240; the customer's current rent or mortgage payment; a 
cash down payment amount the customer can put down toward the purchase 244; a 

10 



gross trade-in value 246 if the customer is trading-in another vehicle; a pay-off for the 
trade-in 248; a net trade-in 250; and a total down payment 252. 

When all of the data have been entered into the application page, the 
application data are transmitted to the credit processing server 104 for processing. The 
5 credit processing server 104 accesses the credit processing database 106, and the 
database 106 shares information with the calculation unit in order to generate 
financing packages for every vehicle in the dealer's inventory. 

The calculation unit 108 receives the customer's financial data and pulls a 
credit report on the customer firom the credit bureau 110. The credit report is received 
10 from the credit bureau electronically, and the calculation unit 108 parses the received 
data into a format that can be used for calculating a credit score for the customer. The 
credit score is based on a number of factors including the customer's credit history, 
income, current obhgations, and the like. The financing package generating unit 105 
uses the customer's credit score, the inventory data stored in the credit processing 
15 database 106, and financial data from the credit application 200 to generate financing 
packages for each vehicle in the dealer's inventory. These financing packages are then 
I '^l transmitted to the dealer terminal 102 for display by the dealer's web browser. Sample 

financing packages 300 for a small number of vehicles are shown in Fig. 6. The 
financing packages presented to the merchant are customized for the individual 
20 customer for each individual product in the merchant's inventory. As will be 
described in more detail below, the financing packages are displayed in a manner such 
that the dealer is able to quickly surmise which financing packages are financially 
attractive the dealer may then steer the customer toward purchasing a vehicle which 
may be financed on terms that will be most profitable to the dealer. Conveniently, the 
25 financing package display screen is provided with sorting options 334, 336 and 338 
which allow the dealer to customize the manner in which the financing packages are 
displayed. Another important feature of the system is that financing packages that 
may violate certain lending criteria of the lender. It identifies for example, the down 
payment amount may not meet the minimum percentage of the total sale price required 
30 by the lender, or the monthly payments may exceed a predefined maximum payment 
threshold. Thus, green 332 and yellow 334 indicators are provided to indicate which 
packages are valid and which are not, respectively. 

11 
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The financing packages 300 generated by the system of the present invention 
and displayed in Fig. 6 differ from prior art financing packages. According to prior art 
financing transactions, the dealer's involvement in the financing transaction ends 
nearly immediately upon completing the sale of the vehicle. The dealer keeps the 
5 customer's down payment and the customer signs a note promising to repay the 
balance. The dealer immediately assigns the note to the party providing financing, and 
the party providing the financing agrees to pay the dealer an agreed upon amount in 
exchange for the customer's obligation. The dealer has no further interest in prior art 
financing transactions. It is then up to the party who extended the financing to collect 
10 monthly payments from the customer in satisfaction of the obligation amount covering 
the balance of the sale price and any interest that accrues on the balance. According to 
ip the present invention, on the other hand, the dealer remains a party to the financing 

; transaction even after the sale of the vehicle is complete. This is accomphshed by 

'" I granting the dealer a stake in the payments collected from the customer in payment of 

15 the outstanding obligation. 
^ ^ According to the financing packages 300 of the present invention, the customer 

M= agrees to purchase a vehicle at a set price. The customer pays the agreed upon down 

[]i payment and agrees to pay the balance of the sale price with interest in a series of 

monthly payments over an extended period of time. The party extending the financing 

D 

M= 20 meanwhile agrees to pay the dealer an advance amount when the sale is complete. The 
party extending financing to the customer further agrees to pay the dealer a share of 
the monthly payments collected from the customer. Thus, the financing package of the 
present invention include a dealer front-end profit at the time of sale and a back-end 
profit based on future collected payments, 

25 The front-end profit is the actual profit that the dealer realizes immediately 

upon closing a sale with the customer. The front-end profit is based on the amount of 
the down pa5mient paid by the customer, the advance amount that the party providing 
the financing agrees to pay to the dealer in the event of a sale, and the dealer's costs 
associated with obtaining and preparing the vehicle being sold, taxes, service fees and 

30 the like. Put simply, the front-end profit, is equal to the down payment amount plus 
the advance amount minus the dealer's costs. 
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The back-end profits are generated by the monthly payments received from the 
customer in satisfaction for the outstanding obhgation. According to the present 
invention the dealer receives a share of all customer pa3raents received. In an 
embodiment of the invention the dealer receives 80% of collected payments and the 
5 party providing the financing retains 20%. Initially, the dealer's share of the received 
payments is credited against the amount advanced by the party financing the 
transaction at the time of the sale. Therefore, the dealer's back-end profits are reduced 
by the amount of the advance, the part servicing fee, as well as any out of pocket costs 
incurred by the party providing financing in collecting the fee. A total payment 
10 amount can be calculated by multiplying the customer's monthly payment amount by 
the total number of payments to be received. Thus, the dealer's back-end profits may 
be estimated by multiplying the total payment amount by the dealer's percentage share 

r I of collections and subtracting the advance amount. This amount assumes that all 

payments will be received. A more realistic estimate of the dealer's back-end profit 

^•3 15 may be arrived at by further multiplying the total payment amount by an expected 

, , payment collection rate. 

:^ The amount of money the customer has available for a down payment is 

fU determined by the customer. The vehicle costs and the sale price are determined by 

i2 the dealer. Finally, the advance amount is determined by the party extending financing 

r: 20 based on the customer's credit score, the dealership's past collection history, the 
particular vehicle being considered and other factors. All of these factors are known or 
may be calculated at the time the financing packages are generated. Thus, each 
financing package 300 displayed in Fig. 6 includes the selling price 312; the down 
payment percentage 314, the advance amount 316; the dealer's cost 318; the dealer's 
25 front-end profit 320; the dealer's estimated back-end profit 322; the customer's 
monthly payment amount 324; and the total number of monthly payments 326. 
Additional information displayed includes the dealer's stock number 302; the number 
of days in inventory 304; model year 306; the model name 308; and the color 310. 
Therefore, all aspects of the financing packages, including the dealer's front-end 
30 profits and estimated back-end profits can be determined up-front. 

In an embodiment of the system 100, the financing packages 300 displayed in 
Fig. 8 are transmitted fi:om the credit processing server 104 to the dealer terminal 102 

13 
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as a web page to be displayed by the dealer's web browser. The web page includes 
sorting commands 336, 338 and 340 which allow the dealer to control the order in 
which the financing packages 300 are displayed. For example, the dealer can choose 
to view financing packages for all vehicles, only those financing packages having a 
5 green indicator, or only financing packages with a yellow guarantee indicator. 
Financing packages can also be sorted by, for example, the year/model of the vehicle, 
the number of days the vehicle has been in stock, the up-front profit, and periodic 
payment. Further, the displayed information can be sorted in ascending or descending 
order. Thus, the dealer can quickly identify financing packages that are financially 
10 favorable to the dealer. Such information will help determine which financing 
packages the dealer decides to present to the customer. For exmnple, the dealer may 
wish to present vehicles and their corresponding financing packages having the highest 
up firont profits, or the dealer may attempt to move vehicles that have been in 
'^"1 inventory for an extended period of time. Furthermore, if none of the financing 

pi 15 packages are acceptable to the customer, new financing packages can be generated by 
altering the input data, such as by increasing the down payment amount or lowering 
the sale price. 

In addition to the system 100 the present invention further encompasses a 
method of providing guaranteed financing for all of a dealer's potential customers, 
20 The inventive method is best understood with reference to the flowcharts shown in 
Figs. 7, 8 and 9. 

Fig. 7 shows a method of generating financing packages to be presented to a 
customer and entering into a financing agreement with the customer according to one 
of the financing packages presented. As shown in Fig. 7, the process begins at step 
25 S200 where the dealer creates and maintains a dealer inventory database (i.e., a 
database of each individual vehicle in the dealer's inventory). At step S202, the dealer 
gathers financial data firom the customer. The data collected firom the customer are 
entered into a credit apphcation and the dealer submits the application. The credit 
information collected may include, for example, the customer's Social Security 
30 number and a down payment amount to be provided by the customer. 

Next, a credit report for the customer is accessed at step S204, and a credit 
score is calculated at step S206. The credit score is based on the credit report and 
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other data collected in step S202. At step S208 separate financing packages are 
generated for each vehicle in the dealer's inventory. The numerous financing 
packages are presented to the dealer at step S212 in a manner which allows the dealer 
to quickly ascertain which packages are most financially advantageous, thereby 
5 facilitating selection of a desirable financing package in step S214. The selected 
package is then presented to the customer in step S216. 

At step S218, the customer decides whether or not to accept the financing 
package presented by the dealer. If the customer accepts the deal, the method proceeds 
to step S220 where the transaction is completed. If, on the other hand, the customer 
10 does not accept the deal but is interested in exploring other options, a determination is 
made at step S222 whether all of the financing packages which the dealer is wiUing to 
extend to the customer have been exhausted. If they have not been, process flow 
n retums to step S214 where the dealer may select a different financing package on 

another vehicle to present to the customer in step S214. In this manner all financing 
C -1 1 5 options on all vehicles may be explored. If it is determined at step S222 that the dealer 
has presented all of the financing packages he or she is willing to present, the process 
f flow proceeds to step S224. In this step the dealer may modify portions the customer's 

|1J credit information on which the original financing packages were based. Typically 

rr this step will amount to increasing the down pa3mient amount the customer is willing 

O 20 to put down toward the vehicle. The modified credit information is submitted and the 
method retums to step S208 where new financing packages reflecting the altered input 
data are generated for each vehicle. Steps S212, 214, 216 and 218 are then repeated 
until a financing deal is reached, or until all other options have been exhausted. 

Fig. 8 is a flowchart depicting the process for extending financing according to 
25 the present invention once financing package and vehicle have been agreed upon. 
Financing is extended to the customer in step S300. Thus, the customer takes 
possession of the vehicle without paying the full purchase price to the dealer, but only 
the down payment amovmt. The dealer collects and keeps the agreed upon down 
payment for himself or herself At step S304, the advance amount is paid by the party 
30 providing the financing to the dealer as agreed upon under the terms of the financing 
package. Thereafter the customer makes periodic payments in satisfaction of the 
obligation owed. Preferably payments from all of the dealer's customers on 
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outstanding obligations are made on a monthly basis. Such payments are collected 
from the customers at step S306. At step S307, the dealer's share of the periodic 
payments collected at step S306 is calculated. In an embodiment of the invention, the 
dealer's share of the collected payments is 80%. Next, a determination is made at step 
5 S308 as to whether or not the advances paid to the dealer at step S304 for each 
transaction have been fully offset by the dealer's share of the customer's monthly 
pa3ments that have been received to date on all transactions entered by the dealer. If 
the advances have not been fully repaid, the dealer's share of the received payments as 
calculated in step S307 are apphed toward the balance of the advances at step S309. In 

10 other words, the balance of the amount advanced is reduced by an amount equal to the 
dealer's share of the received payments. After applying the dealer's share toward 
repaying the advances at step S309, the process flow proceeds back to step S306 where 
the next periodic payment is collected from the customer. 

On the other hand, if it is determined at step S308 that the advances have been 

15 fully offset by the dealer's share of collected payments, then the entire dealer's share 
of the monthly payments collected in step S306 is paid to the dealer at step S3 10. 
Thus, after the advance amount has been offset, the dealer's share of the monthly 
payments represents additional back-end profit reaUzed by the dealer. After the 
dealer's share has been paid to the dealer at step S3 10, a determination is made at step 

20 S3 12 as the whether or not the total payment amount has been received and the 
obhgation has been satisfied. If fixture periodic payments remain uncollected under the 
terms of the transaction, the process flow proceeds back to step S3 06 where the next 
periodic payment is collected from the customer. If it is determined at step S3 12 that 
the terms of the transaction have in fact been satisfied, the process flow proceeds to 

25 step S3 14 and the financing transaction is completed. 

Figure 9 is a flowchart illustrating an embodiment of the method of the present 
invention wherein payment of a portion of the dealer's estimated back-end profits is 
accelerated based on a satisfactory dealer collection rate. The process begins at step 
S400, where a collateral pool is created. The collateral pool is an accounting 

30 construction in which the advances paid to a dealer for a number of fmancing 
transactions are grouped together in a single account, or "pool", as will be described 
below, a single dealer may have a number of active collateral pools. 
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At step S402, financing is extended to a customer of the dealer in flirtherance 
of the sale of a vehicle. The advance amount is paid to the dealer and added to the 
balance of the collateral pool. Thereafter, periodic payments are collected from the 
customer in the normal course, in satisfaction of the obligation granted to the customer 
5 (see steps S306-S314 in Fig. 8). At step 8406, a determination is made as to whether 
or not the number of transactions in the collateral pool exceeds a capping threshold. 
The capping threshold is a predefined number of financing transactions that the dealer 
must have closed in which the advance amount has been apphed to the collateral pool 
in order for the dealer to be eligible for capping the pool and receiving accelerated 
10 back-end payments. In an embodiment of the invention, the capping threshold is set at 
100 financing transactions. If at step 406 it is determined that the number of 
:Z transactions does not exceed the capping threshold, the process flow proceeds to step 

O S408 where periodic payments for all of the transactions in the collateral pool continue 

=Ij to be collected in the normal course. 

17! 15 If it is determined at step S406 that the number of transactions does in fact 

Ul exceed the capping threshold, the dealer's collection rate is determined at step S410. 

L According to an embodiment of the invention, the collection rate is determined by 

calculating the percentage of the total amount of periodic payments collected for all of 
M the dealer's transaction across all of the dealer's collateral pools for the previous nine 

IE* 20 months versus the total amount of periodic payments due for the same period. Once 
the calculation rate has been calculated, a determination is made at step S412as to 
whether or not the collection rate exceeds a predefined performance threshold. Again, 
in an embodiment of the invention, the preferred performance threshold is a collection 
rate of 80% or higher. If the collection rate does not exceed the performance 
25 threshold, the dealer must choose whether or not to cap the collateral pool at step 
S414. If, at step S414, the dealer chooses not to cap the collateral pool, the process 
flow proceeds back to step S408 where periodic payments for all of the transactions in 
the collateral pool continue to be collected in the normal course, and additional 
financing transactions may be added to the pool as step S402 may be repeated. The 
30 dealer may choose not to cap the collateral pool, for example, in an attempt to raise the 
collecfion rate above the performance threshold. In order to qualify for accelerated 
back-end payments at a later date. Altemately, even if the dealer's collection rate does 
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not meet the desired collection rate performance threshold, the dealer may nonetheless 
choose to cap the collateral pool at step S414. In this case, the process flow proceeds 
onto step S416 where periodic payments for the transactions in the collateral pool are 
again collected in the normal course. However, the advances from future financing 
5 transactions will be applied to a new collateral pool as indicated in step S418. 

Returning to step S412, if the number of transactions appUed to the collateral 
pool exceeds the capping threshold, and if the dealer's collection rate exceed the 
desired performance threshold, the dealer may choose to cap the pool at step S420 in 
order to receive accelerated back-end payments. If the dealer chooses not to cap the 
10 collateral pool at step S420, the process flow proceeds back to step S408 where 
periodic payments for the transactions in the collateral pool are collected in the noraial 
course. However, if the dealer does choose to cap the collateral pool at step S420 the 
dealer is eligible to receive an accelerated back-end payment at step S422. In an 
embodiment of the invention, the amount of the accelerated back-end profit is equal to 
15 15% of the expected back-end profit. This amount is advanced directly to the dealer, 
and is added to the outstanding balance of the collateral pool. At step S424, periodic 
payments continue to be collected for all transactions in the collateral pool, in the 
normal course until the total payments for all of the transactions have been received, 
H At step, S426, the dealer may create a new collateral pool for future transactions. 

20 It should be understood that various changes and modifications to the presently 

preferred embodiments described herein will be apparent to those skilled in the art. 
Such changes and modifications can be made without departing from the spirit and 
scope of the present invention and without diminishing its intended advantages. It is 
therefore intended that such changes and modifications be covered by the appended 
25 claims. 
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